of countries: the two other NAFTA (North American Free Trade Agreement) countries (Mexico and Canada); five Asian countries (China, Hong Kong, Singapore, Korea, and Taiwan); and six major European countries (the United Kingdom, Germany, the Netherlands, France, Belgium, and Italy). These countries account for 63 percent of U.S. goods exports and 70 percent of 8D goods exports. The chart also shows that NAFTA is more important to the 8D (41 percent of exports) than to the nation (33 percent of exports). In particular, 8D goods exports to Canada are 1.5 times higher than U.S goods exports to Canada. In contrast, the five Asian countries and the "Other Countries" category account for a relatively smaller share of 8D goods exports than U.S. goods exports. The second chart shows (i) foreign-sales shares for U.S. multinational firms and (ii) U.S goods exports by country or region. (Because of data availability, foreign sales include both goods and services.) Similar to the export shares, the foreign-sales shares are substantially larger (over half) for the European, Asian, and NAFTA countries, while those for Japan, Brazil and India, and Australia are relatively small.
The relative importance of the European and NAFTA countries differs between the U.S. goods export shares and the foreign-sales shares. This finding is consistent with Brainard's (1997) proximity-concentration trade-off theory: Closer proximity lowers trading costs, making exports more likely to neighboring countries; distance increases trading cost, making sales through affiliates in foreign countries more likely, particularly those with large markets.
The finding is also supported by the table, which shows by firm-size ranking, foreign sales for U.S. publicly traded firms headquartered in the 8D; the data come from reports to the Securities and Exchange Commission. 3 Of the 83 firms in the district, only 15 reported nonzero sales; the remainder either did not report a distinction between domestic and foreign sales or had domestic sales only (for example, many are financial and health care firms). Consistent with the country-wide data, foreign sales for the 15 firms come primarily from Europe and the Asia Pacific region-not Mexico and Canada, the major U.S. trading partners.
How will the U. (IMF, 2013) . 2 We exclude Illinois because most economic activity in the state is concentrated in Chicago, which does not belong to the 8D.
